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7 July 1960

RANDUM FOK: Genmeral Osbell:
i Eatimated Foreign Intelligence Costa

“As the Report on Bstimated Foreign Imtelligence Costs for FI-1955
mey be returned for UBIE consideretion during my sbsence, I would like o
ofter the following comments for the record:

8. The military members of the Cost Estimetes Committee have
apparently found it an impossible job 4o reconcile or adequately
gxpiain the disparities between thelr eatimated costs, particularly
with respect to the Awdliery Activity (support) costs. Nor bave
they found the use of Bxplanstory Notes to be very helpful because
they simply sdd to the confuelon, as one Service puts in an
sxplanation for mn item and the others do not. In gereral, they
sppear to believe that these Noles tend to promote more questions

b. In light of the sbove, the military services are golng
4o sohieve & type of "wniformity” by baving all of then integrate
thelr Auxiliary Activity costs smong the Collection snd Production
1tems sng ghow all Production costs under a single hesding. The
sxseptions sre the Joint 8taff, who will contioue 10 break out
thelr coste in all appropriate categories snd the 080/0SD, vho
. beve po cost itess other than those in the Ausiliary Activity

{support) cetegory. They will bawe no individusl Explanatory -
Hotes but a single blanket statement indlcating their ressons for
presenting the ¥1-1959 data on this "integrated” basis.

e. 'The only profitable result of the past twelve monthe of
effort ou this cost estimates probiem has been that for the firat
time people have taken o real herd lock st the date, fully under-
stand its ingdequacies and the difficuliles involved in developing
reslly meaningful cost estimates on & commnity besis. '

4. o me, the hesic ilssue ls quite clear. If the ICT and the
USIB want cost estimates dats that will be useful as a mansgement
06l to 8id them in carrying out thelr NSOID responsibilities, the
ante will heve o be dsveloped in vhatever degree of deteil isg
necesssry for that purpose, and it must be uniform ~- all veporting
sgenaies must develop and present thelr dats on the same baals.
 X¢ we are not golng to do this, coordinstion of ithe data 1s & use-

lass exercise, and we should go beack to the old system of
unilsteral reporting to the BB and President’s Boexrd.
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&. If we gre going to try to devize a method for developling
snd reporting meaningful date for FY-1900 snd fulure yeazd, the
man responsible for rumning the activities belng "costed” must get

into the gck. The Oollecticn, Froduction, and Support chiefe must
. gt topether and sgree upon the activities for which estimated
! conts sheuld be developed, define those sctivitles so ell concerned
| will have s copmon understending of them, and develop a uniforn
| method for estimating those costs where arbitrary sllocabtions are
reguired {especislly op "indirect” costs that are not padd for
out of identifisble "intelligence® funds).

£. Cuwrrently the Coordimation Bubcammitbee of the Cost

| Estimstes Commithee has been given the job of coming up with new

| idems For tbe development of move meaningful dats covering FY-1960.
Tuis Bubcomedttee will not, in my jJudgement, be sble to do & worth-
while job unlens:

| (l) e UBIE definitely make up their minds that they &a
want to have meaningful cost dats that can be used by then as
‘ a panmgensot tool.

: (2) The Subcommittee receives specific sdvice, guldance end
i support from the Collection, Production and Support chiefs |

| {or their equivslent) acting on & Joint basis; the laiier point

| 13 sssential to enmure the maximws degree of uniformity within

| the compnity in this effort. -

| | 25X1A
tsairman, Coordination Subcommiitee
Cost Bxbimetos Comaitten

25X1A ,
acy
. Saunders
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